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The Board of Accountancy (BOA), a
twelve-member board, regulates, licenses
and disciplines public accountants and
certified public accountants (P As and
CPAs). Each member serves a four-year
term and receives no compensation other
than expenses incurred for Board activities. The Board establishes and maintains
standards of qualification and conduct
within the accounting profession, primarily through its power to license.
The Board's staff administers and
processes the nationally standardized
CPA examination. Approximately 16,000
applications are processed each year.
Three to four thousand of these applicants successfully complete the entire
exam and are licensed.
The current Board officers are President Jack Kazanjian, Vice President Ira
Landis, and Secretary/Treasurer Jeffery
Martin. In July 1989, Governor Deukmejian appointed Robert E. Badham of
Newport Beach to fill a public member
position on the Board. Mr. Badham,
president of a government representation
firm, Robert E. Badham Associates in
Newport Beach, has served as a member
of the U.S. House of Representatives
(1977-89) and as a member of the state
Assembly (1963-76).
MAJOR PROJECTS:
Certification Requirements. One of
the Board's major activities during the
last several months involves an inquiry
into liberalizing the present Form E
requirements. The term "Form E requirements" refers to the 500-hour audit experience standard (also known as the
"Rule 11.5 requirement") and the additional seventeen experience standards
listed on the Board's Form E, all of
which must be satisfied in order for a
CPA candidate to receive state licensure.
The Board consensus on this issue, i.e.,
that the current requirements are too
rigid in evaluating experience, agrees
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with the general position taken by the
California Society of Certified Public
Accountants' (CSCP A) task force on
relieving the backlog of CPA candidates.
(See CRLR Vol. 9, No. 3 (Summer
1989) p. 36 and Vol. 9, No. 2 (Spring
1989) p. 43 for background information.)
Earlier this year, the Board unanimously passed a resolution recognizing
the need for a change in the experience
requirements and appointing four Board
members as a subcommittee (the Experience Subcommittee) to work with the
Board's Qualifications Committee (QC)
and recommend changes. Collectively,
the QC and the Experience Subcommittee are known as the Experience Task
Force (ETF). According to the consensus
of the ETF during its April meeting, its
goal is to devise an experience requirement which ensures that all applicants
for state licensure are able to complete
an audit.
At its July meeting, the Experience
Subcommittee referred to the results of
an experience questionnaire circulated
at a previous Board meeting in order to
better define its mission. (See CRLR
Vol. 9, No. 3 (Summer 1989) p. 36 for
background information.) The Subcommittee agreed the overwhelming response
to the questionnaire indicates the Board's
desire to retain an experience requirement, but to modify its current format.
The July proposals were further developed at a September 21 ETF meeting attended by representatives of the CSCP A
and the Internal Revenue Service. The
next day, the ETF released several recommendations regarding Form E requirements to the Board, including the following:
(I) eliminate from the back of Form_
E the enumerated checklist of seventeen
items relating to basic component skills
of audit procedures. The list would be
transformed and incorporated into the
instructions of Form E, referring to a
total of nine procedures. The employer
would be required to submit a letter
describing in detail the applicant's experience and the employer's reasons for be-

lieving the candidate is qualified (the
specific content of this narrative would
be articulated in the instructions);
(2) allow "piecemeal" experience to
add cumulatively to a candidate's proof
of audit experience; and
(3) expand the definition of the Rule
11.5 "attest function" so that attest experience would not be restricted solely
to audit, but would allow review and
compilation to contribute to qualifying
experience as well. This last recommendation is the most significant because it
would make compliance with the Rule
11.5 requirement (500-hour audit experience) less burdensome.
CSCP A representatives assent to this
proposed modification because there is
insufficient auditing work available to
provide all candidates with qualifying
experience. Opponents of the proposed
Rule 11.5 requirement modification believe that it weakens the Board's ability
to evaluate auditing expertise, the sine
qua non of the profession. Board members expressed general support for all
three recommendations, but deferred
taking any formal action until the ETF
submits a final draft.
The Board and the ETF have resisted
suggestions to substitute professional
education courses on auditing for any
portion of the 500 hours of audit experience required under Rule l 1.5. The
CSCP A's suggestion to remove all remnants of the seventeen-item checklist,
including the newly-proposed nine procedures which may be incorporated into
the instructions of Form E, was also
rejected by the Board at its July 27
meeting. Although CSCP A representatives argued that the nine procedures
have no real value in regards to the
auditing standard and merely generate
more costs which are borne directly by
the firm and ultimately by the consumer,
the Board categorized these costs as associated with education and training. The
Board believes that the basic skills covered by these nine procedures-which
include, for example, verification of asset
account balances-provide the only sure
means by which the Board may ensure
competence.
Disciplinary Policy Changes. At its
July meeting, the Board discussed changes
in two areas of its disciplinary policy.
First, BOA adopted a procedure for
stipulation in lieu of accusation. This
new procedure employs a stipulation format to expand the probation period and
terms for licensees who commit additional (and independent) infractions during
a previous probationary period. The
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Board desires this stipulation format, as
opposed to proceeding each time with a
new accusation based on a new infraction, because it would grant an expeditious extension of probation; this result
will enable the Board's Administrative
Committee (AC) to continue its supervision of the licensee's activities. Board
member Finch voiced concern that this
desire for efficiency might be detrimental
to the complainant's and the public interest, because the Board is merely expanding probation when the licensee has evidenced an inability to comply with prior
probationary terms. Deputy Attorney
General (DAG) Michael Granen stated
that the procedure would not directly
impact the complainant, but would protect future consumers due to the Committee's continuing supervision via the
extended probation.
The second policy change has taken
the form of an amendment to the Board's
Penalty and Probation Guidelines, and
concerns the substitution of restitution
for the suspension period of a disciplined
and perhaps criminally liable licensee.
The Board desires this procedure because
it will advance the policy of compensating financially harmed clients as a primary settlement objective. The new guidelines will allow restitution to harmed
clients or to the Board to substitute for
ninety days of the suspension period
applied to a disciplined licensee. The
Board approved this amendment to the
Guidelines at its September meeting.
Board member Tambe was the sole
objector to this new policy. Mr. Tambe
voiced concern that it is improper to
reduce the suspension period of a licensee
who has committed a serious dereliction
or criminal act merely because the offending licensee has monetarily compensated
the harmed client. Mr. Tambe also suggested that under the new policy, it is
possible that an offending licensee disciplined with ninety days' suspension would
likely suffer no suspension if that licensee
offers to reimburse the harmed client.
Increases in Licensing and Other Fees.
At its September meeting in San Francisco, BOA raised its examination, licensing, and renewal/ enforcement fees for
1990. (See infra LEGISLATION for
more information on AB 226 (Cortese),
which permits BOA to raise its licensing
fees.) Many of the new fees represent a
100% increase. For example, most licensing and renewal fees will be $200; the
delinquent renewal fee will be $300; the
exam and re-exam scheduling fee will be
$60 plus $25 per part of the exam.
Regulatory Changes. Following a
July 27 public hearing, BOA took action
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on several proposed changes to numerous
sections of its regulations, which appear
in Chapter I, Title 16, California Code
of Regulations (CCR). (See CRLR Vol.
9, No. 3 (Summer 1989) p. 36 for background information.) BOA approved an
amendment to section 90 regarding extensions of time in which to complete continuing education (CE) requirements.
Subject to an additional comment period,
the Board tentatively adopted new sections 37 (relicensing without reexamination) and 87.1 (expansion of educational
requirements for reentry applicants); and
amended existing sections 87 (modifying
CE requirements), and 89 (reporting of
CE course completion). Regarding fictitious names for accounting corporations,
the Board repealed existing section 66. l
and substituted existing section 75.7 as new
section 66. l, amended new section 66. I,
and adopted new section 66.2. BOA deferred action on proposed new section 87.2
(CE requirements for reentry applicants).
At its September meeting, the Board
reaffirmed its action on sections 37, 87,
87.1, 89, 66.1, and 66.2, but deferred
action on sections 75. 7 and 87 .2. At this
writing, the rulemaking packages on these
regulatory changes are being prepared
for submission to the Office of Administrative Law (OAL).
Following a November 1988 regulatory hearing, BOA submitted to OAL
on June 14 its proposed amendments to
section 54 and adoption of new sections
54.1, 54.2, 95, 95.1, 95.2, 95.3, 95.4,
95.5, and 95.6, Chapter I, Title 16 of the
CCR. These changes would specify the
circumstances under which confidential
client information may be disclosed by
licensed PAs, CPAs, BOA members, and
designated persons; would clarify a licensee's responsibilities when responding
to Board inquiries; and would set out a
system for issuing citations to and imposing fines on licensees who violate
specified provisions of law, as well as
persons who unlawfully provide services
for which a license is required. (See
CRLR Vol. 9, No. 2 (Spring 1989) p. 43
and Vol. 8, No. 2 (Spring 1988) p. 39
for background information.)
On September 8, OAL rejected the
proposed regulatory changes, on grounds
that BOA failed to satisfy the necessity,
clarity, consistency, and authority requirements of Government Code section
l 1349. l. The Board hopes to revise these
proposals, resubmit them to OAL, and
receive OAL's approval by late December or early January.

bills reported in detail in CRLR Vol. 9,
No. 3 (Summer 1989) at pages 36-37:
AB 1730 (Chandler), which expands
the definition of public accountancy to
include bookkeeping, tax return preparation, financial planning, and management consulting when performed by a
BOA licensee, was signed by the Governor on September 15 (Chapter 489, Statutes of 1989).
Under the bill, unlicensed persons
who perform these services and do not
hold themselves out to be licensees are
not engaged in public accountancy. One
provision of the bill provides that the
above-stated changes in the definition of
the practice of public accountancy are
declaratory of existing law. According
to Board staff, AB 1730 attempts to
gather all accountancy activities of licensees into the jurisdiction and monitoring/ enforcement capabilities of BOA,
including bookkeeping practices and
other financial service practices not exclusively or literally defined in the term
"public accountancy." This bill may therefore pull the activities of unlicensed employees of licensees (who perform bookkeeping and not public accountancy)
under the scrutiny and jurisdiction of
the BOA as well.
AB 2003 (Chacon), which deletes on
obsolete provision regarding the use of
the term "public accountant," was signed
by the Governor on September 8 (Chapter
334, Statutes of 1989).
AB 226 (Cortese) was signed by the
Governor on July 25 (Chapter 200, Statutes of 1989). As amended June 22, this
urgency bill allows BOA to increase all
of its fees immediately and without rulemaking proceedings. After July I, 1990,
BOA may increase its fees up to the
statutory ceiling only through rulemaking.
SB 1496 (McCorquodale), which
would permit payment to and acceptance
of commissions by Board licensees in
limited situations, was referred for interim study.
The following bills have been made
two-year bills, and may be pursued when
the legislature reconvenes in January:
SB 465 (Montoya), which would change
existing statutes on appeal procedures
to gender-neutral language; AB 1336
(Eastin), which would amend the Board's
continuing education requirements; and
AB 459 (Frizzelle), which would eliminate the five-year cancellation provision
for failure to pay renewal fees.

LEGISLATION:
The following is a status update on

LITIGATION:
KMG Main Burdman. On August
18, Sacramento Superior. Court Judge
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Cecily Bond issued a peremptory writ of
mandate declaring that BOA retains jurisdiction to reconsider its prior decision
in In the Matter of the Accusation
Against KMG Main Burdman (California Board of Accountancy, No. 532).
(See CRLR Vol. 9, No. 3 (Summer
1989) p. 37; Vol. 9, No. I (Winter 1989)
p. 36; and Vol. 8, No. 4 (Fall 1988) p. 41
for background information on this disciplinary action.) The order perfected the
Amended Statement of Decision issued
by the same court on July 11. The Amended Statement remanded the matter to
ALJ Ruth Astle for further evidence
and testimony. Although the peremptory
writ stated that the Board's Order After
Reconsideration (OAR) was consistent
with the Board's statutory authority and
that it was not contrary to law, the writ
ordered the Board to amend its OAR
because of limitations which the OAR
placed on the evidence and number of
witnesses permitted to be heard before
ALJ Astle. At its September 22 meeting,
pursuant to Government Code section
11126(d), the Board met in closed session
in order to amend its OAR to comply
with the writ of mandate.
In Moore v. California State Board
of Accountancy, No. 863037 (San Francisco Superior Court), plaintiffs have
appealed the final order entered on May
8. (See CRLR Vol. 9, No. 3 (Summer
1989) p. 37; Vol. 9, No. I (Winter 1989)
p. 37; and Vol. 8, No. 2 (Spring 1988)
p. 40 for background information on
this case.) The order enjoins plaintiffs
Bonnie Moore and members of the California Association of Independent Accountants (CAIA) who are not licensed
as CP As or P As from using the term
"accountant" in their titles or advertisements. The order does not prohibit such
persons from preparing compilation, review, and audit reports unless the preparer uses the term or title "accountant."
At the Board's July 27 meeting, DAG
Granen urged the Board to refrain from
issuing cease and desist letters to unlicensed practitioners and instead explore
alternative approaches to resolving the
problem of unlicensed activity. He suggested that CAIA solicit its legal counsel's opinion on how the Board and the
CAIA could best work together to enable
unlicensed practitioners to continue conducting business under the framework
of the court order and injunction.
Prior to the July Board meeting,
several legislators convened an informal
meeting between CAIA and CSCP A,
and recommended that the two trade
associations negotiate between themselves an approach which would allow
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the unlicensed members of CAIA to
continue to conduct business without
violating the court order and injunction.
On August 8, representatives of CAIA
and CSCP A began collaborating on the
composition of transmittal letters; the
Society of California Accountants (SCA)
joined this effort later in the month.
Transmittal letters became the focus of
the attempted solution because these letters are designed to accompany financial
statement prepared by unlicensed practitioners, thereby definitively transmitting to the client the knowledge that the
financial service was performed by a
person not licensed by the state of California. Consequently, representatives of
CAIA, CSCP A, and SCA cooperated in
drafting two proposed transmittal letters
for use during the pendency of the appeal.
On August 22, the interested legislators held a second informal meeting. In
addition to representatives of CAIA,
CSCP A, and SCA, the legislators invited
Board President Jack Kazanjian, BOA
Executive Officer Della Bousquet, and
DAG Wilbur Bennett. The lawmakers
asked BOA to accommodate CAIA in
its good faith attempts to comply with
the court injunction, and warned that
the legislature prefers not to be forced
to act on the matter, for such action
might result in a response which is disproportionate to the situation. To this end,
the legislators asked the Board to inspect
the proposed transmittal letters at the
next Board meeting; they urged BOA to
approve the proposed transmittal letters
so that CAIA members could conduct
business without confusion or fear of
acting contrary to Board regulations and
the threat of being issued cease and
desist letters.
Accordingly, the CAIA presented the
two proposed transmittal letters at
BOA's September 22 meeting. During
this presentation, the SCA representatives announced their disapproval of the
proposed transmittal letters. This announcement was surprising because the
SCA had collaborated with the CSCP A
and CAIA in drafting the proposed letters. Instead of approving either of the
proposed letters, the Board immediately
composed its own draft of a transmittal
letter to be used by CAIA members in
the conduct of their businesses; BOA
unanimously approved its draft.
Once their proposal was rejected,
CAIA representatives removed themselves from further participation in the
meeting. CAIA representative Joe Greenstreet stated that the Board's action is
contrary to the intentions and objectives
expressed at the meetings held under the

auspices of the legislature. Due to this
impasse, CAIA intends to sponsor a bill
which will make significant statutory
changes in this area.
RECENT MEETINGS:
At its July 27 meeting, the Board
unanimously adopted a new examination
policy wherein holders of a Chartered
Accountants certificate, in the United
Kingdom and Ireland, are deemed to
have credentials equivalent to the PEP
and CLEP examination for purpose of
sitting for the CPA examination.
Earlier this year, BOA staff was tracking approximately 700 open complaints
against licensees; approximately 40 of
these complaints were opened in 1986.
The total number of cases has been
reduced to 630 at this writing. At the
July meeting, BOA announced that
MGT, a management consultant firm,
was the successful bidder for the Board's
contract for a study of BOA 's enforcement program. MGT's main task is to
investigate how best to reduce the backlog of enforcement cases, and to this
end, MGT will propose an alternate enforcement model. At BOA's September
meeting, MGT presented its agenda to
the Board, which provides that MGT
will complete and deliver its final report
to BOA by February 15, 1990.
FUTURE MEETINGS:
February 2-3 in San Francisco.
March 17 in Los Angeles.
May I 1-12 in Napa.
August 3-4 in San Diego.

BOARD OF ARCHITECTURAL
EXAMINERS

Executive Officer: Stephen P. Sands
(916) 445-3393
The Board of Architectural Examiners
(BAE) was established by the legislature
in 190 I. BAE establishes minimum levels
of competency for licensed architects and
regulates the practice of architecture.
Duties of the Board include administration of the California Architect Licensing
Exam (CALE) and enforcement of Board
guidelines. BAE is a ten-member body
evenly divided between public and professional membership.
MAJOR PROJECTS:
Regulatory Changes. At its June 15
meeting in Sacramento, the Board adopted two regulation packages. (See CRLR
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